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amount of stated capital of the corporation after giving effect
to such reduction.
(5) Upon filing of such statement, the stated capital shall be
reduced as therein set forth.
(b) No reduction of stated capital shall be made under the provi-
sions of this section (1) if after such reduction the net assets of the
corporation are not sufficient to pay any debts of the corporation not
otherwise provided for, and (2) if after such reduction the amount
of the aggregate stated capital of the corporation would be an amount
equal to or less than the aggregate preferential amounts payable upon
all issued shares having a preferential right in the assets of the cor-
poration in the event of liquidation.
SECTION 5.22. Earned Surplus, Capital Surplus and Reserves.
(a) The earned surplus of a corporation may be determined either
from the date of incorporation, or from the latest date when a deficit
was eliminated, as permitted in subsection (b), by applying the cor-
poration's capital surplus.
(b) A corporation may, by resolution of its board of directors,
apply any part or all of its capital surplus to the reduction or elimi-
nation of any deficit arising from losses, however incurred, but only
after first eliminating the earned surplus, if any, of the corporation
by applying such losses against earned surplus and only to the ex-
tent such losses exceed the earned surplus, if any. Each such appli-
cation of capital surplus shall, to the extent thereof, effect a reduction
of capital surplus.
(c) A corporation may, by resolution of its board of directors,
create a reserve or reserves out of its earned surplus or capital
surplus for any proper purpose or purposes, and may increase, de-
crease or abolish any such reserves in the same manner. Earned
surplus of the corporation to the extent so reserved shall not be
available for the payment of dividends or other distributions by the
corporation except as expressly permitted by this Act.
(d) After merger, consolidation, or combination of two or more
corporations by purchase or otherwise, the amount of the earned
surplus of the surviving, new or purchasing corporation shall not
exceed the aggregate net earned surplus of the constituent corpora-
tions as it existed immediately prior to such merger, consolidation or
combination, reduced by such distributions to shareholders and trans-
fer of earned surplus to stated capital or capital surplus as were
made in connection with the issue of shares or otherwise at the time
of merger, consolidation, or combination.


